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OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  22       day  of  v7&n*/a.tM,  ,  2008,  between  Larry  Lance  and  Sheila  Lance,  husband  and  wife 

Lessor  (whether  one  or  more),  whose  address  is:  608  Alamedtfltoad,  Azle,  Texas  76020,  and  XTO  Energy  Inc.,  whose  address  is:  810  Houston 
St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

1 .  Lessor,  In  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  Tor  the  purposes  and  with  the 
exclusive  right  of  exploring,  drilling,  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
those  mentioned),  together  with  the  right  to  make  surveys  on  said  (and,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employee  houses  and  other  structures 
on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  dnlling  for,  producing,  treating,  storing  and  transporting  minerals  produced 
from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby,  nerein  called  "said  land,"  is  located  in  the  County  of 
TARRANT,  State  of  Texas,  and  Is  described  as  follows: 

Being  all  of  Lot  219,  Castle  Hills  Estates,  a  subdivision  being  part  of  the  Jacob  Wilcox  Survey,  in  the  city  of  Azle,  Tarrant  County 
Texas,  according  to  the  PLAT  thereof  recorded  in  Volume  388-K,  Page  395.  of  the  Plat  Records  of  Tarrant  County,  Texas,  and  beta 
more  particularly  described  in  a  Warranty  Deed  with  Vendor's  Li«  from  Dennis  G.  Dustin  and  Esther  E.  Dostin, Jiasbana  and  wife, 
to  Larry  L.  Lance  and  Sheilah  Lance,  husband  and  wife,  recorded  thereof  in  D205326384  Deed  Records,  Tarrant  County,  Texas,  and 
amendments  thereof,  including  streets,  easements  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

This  Is  a  non-development  OIL  Gas  and  Mineral  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not  conduct  any  operations,  as 
defined  herein,  on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands,  or  part  thereof,  with 
other  lands  to  comprise  an  oil  and/or  gas  development  unit 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or  (b) 
as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a  more 
complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder,  said  land  shall 
be  deemed  to  contain  OA  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any  tract  shall  be  deemed  to  be  the 
true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  tease  shall  remain  in  force  for  a  term  of 
,  3  years  from  the  date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon 
said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3.  As  royalty.  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the  equal 
i!5  part  of  all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the  average  posted 
market  price  of  such  1/5  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pipe  ine  or  storage  tanks,  Lessor's  interest  In  either  case,  to 
bear  ys  of  the  cost  of  treating  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from  said  land  (1) 
when  sold  by  Lessee,  1/S  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off  said  land  or  in 
the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  wel,  of  1/5  of  such  gas  and  casinghead  gas;  (c)  To  pay 
Lessor  on  aU  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  the  well  or  mine  at  Lessee's 
election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the  primary  term  or 
at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been  pooled,  capable 
of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  being 
conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  had  occurred 
Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from  said  wells, 
but  in  the  exercise  of  such  diligence,  Lessee  shall  not  be  obligated  to  install  or  furnish  facilities  other  than  well  facilities  and  ordinary  lease  facttties  of 
flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to  Lessee.  If,  at 
any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days,  and  during  such  time 
there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  pay  or  tender,  by  check  or  draft  of 
Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  like  payments  or  tenders  at  or 
before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely 
by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shafl  be  made  to  the  parties  who  at  the  time  of  payment  would  be 
entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing,,  and  may  be  deposited  In  such  bank  as  directed 
by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  m  the  ownership  of  shut-in  royalty.  If  at  any  time 
that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are.  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other 
method  of  payment  herein  provided,  pay  or  tender  such  shut-In  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately 
to  each  in  accordance  with  their  respective  ownerships  thereof,  asfjessee  may  elect  Any  payment  hereunder  may  be  made  by  check  or  draft  of 
Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last 
date  for  payment.  Nothing  herein  shall  impair  Lessees  right  to  release  as  provided  in  paragraph  S  hereof.  In  the  event  of  assignment  of  this  lease  in 
whole  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by 
each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres, 
plus  10%  acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following: 
(1)  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced 
from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 
time  established,  or  after  enlargement  are  permitted  or  required  under  any  goverrirnenlal  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a 
regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or 
enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  Instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty  ( or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
royalty,  operations  conducted  upon  said  land  under  this  lease.  There  shal  be  allocated  to  the  land  covered  by  this  lease  within  each  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  or  surface  acres  in  such  land  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit  and  the  production  so  allocated  shall  be 
considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease. 
The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unit  nereunder 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  aflpooled  leases 
are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 
such  unit.  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the 
provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shay  remain  in  force.  If 
this  lease  now  or  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 
or  shall  be  implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 


*sn»J!  J2?38lLand  esta?  **  a^  ^  heif!P.m1ay  150  assigned  from  lime  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon  All  of  the 
i  igat'9ns'  an.d  considerations  of  this  lease  shalfextend  to  and  be  binding  upon  the  parties  hereto  ttieir ™eir£ i  succeSs'  asSare 
t^w^^lvl3SS^s^°  cnan9e-  ^  ft*0!1  «n     ownership  of  said  land,  royalties  or  other  rnoneys  or  any  part  thereof  hoSSever  Sed' 
nf  SJEHE?  frSW0?  *  dim,ni?h the  "S"!8  of  Lessee'  including,  but  notlimited  to,  to TocSHartf  ^ 

of  production..  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee  rts^cce ssore or  s2£nV?2 
change  or  division  in  the  ownership  of  said  land  or  of  the  royalties,  or  othermoneys.  or  me  n?ht  to^ 

ESSLSi  SSSH?^  Sy  ■  5?or  or ies^??  Peirs'  successors,  or  assigns,  notice  of  such  change  or  division  supported  bv  either  orioinak  oVwK 
fSXSSSS^iSL^  "^HP8"*  wn|cn  have  been  properly  filed  for  record  and  which  evHenoe 

records  and  proceedings  transcnpts  or  other  documents  as  shall  be  necessary  in  the  opinion  of  such  recordowner  to establish  the  SdS  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner  LelSee  may  nevertheless  rav  or  tencter 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above  ^ 

i  ~oLliltf^«vent  L£ssor  cPnsic!fIs  W  Lessee  nas  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied  Lessor  shall  notifv 
^ff^^'^6^9^1  specifically  in  what  respects  Lessee  has  breached  tfiis  contract.  Ij&ssee^S^^^^^^^rSo^L 
iS&^JSSS^i0  me!lor  «>mmence  t0  mS?t  all  or  any  part  of  the  breaches  allegedly  Lessor The fslrvlce  of»M  notoM& 
aSSS3£  ^^S^^l^S!^^^^  (ease  forany  cause,  and  no  such  action  shall  be  brought i  uT^lm  of  SSmdayS 
f Ei?h^lS,« S JhK^iSILi^868'  (J6*1* the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or any ofthe 
^'^breaches  shall  be  deemed  an  admission  or  presumption  that  Lessee  has  failecJ  to  perform  all  its  obligationTheleSr  If  this  fease  is 
canceled  for  any  cause,  it  shall  nevertheless  remain  in  force  and  effect  as  to  (1)  sufficient  acreage  around  each  weTas  to  wh ch  there  are  SSonl 
n  S^n^'te.^S"1""1  aliowable  u^  "tf*  afipiicaWe  governmental  regulations,  <E "n  no  eS  teis  ^at  foVry  acTe^  iSSSSSS 
5£i?8^&iS!J!25  CSS*'  fSSP0***  El*       °Ia  siuare  at  the      «■ in  such  shape  as  then  existing  sp^STules 

as%n«raa£ to  or^ratSS  SSSlSSSS  M2H^£?  W  TO  are  °^.r!lions' Lessee  8,1311  a,so  ha^  such  ^semenls  onlafd  land 
or  convening  *  d  Sha"  "0t     requ,red  to  move  or  remove  any  existin9  surface  facilities  necessary 

into JL%  t^L5f^i^l!IraKts  an?  a91Be?  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  riqhts  and 
^S^SFf^^SiSSS&S^^^  ?ny  mort9ages-  ^s  <?  other  liens,  or  interest  and  other  chargeson  said  land  bS  Lessor 
SESf^rfEi  hSff  ifi811  hfav£JtheJ9ht  S  any  time  t0  WW  reduce  same  for  Lessor,  either  before  or  after  maturity  and  be  subrogated  totte 
^i^nhc0^i?f^olLand  IS^rt** amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  parabfto  Lmsor 
and/or  assigns  under  this  tease.  If  this  lease  covers  a  less  interest  n  the  oil,  gas,  sufchur,  or  other  minerals  in  all  oranvoart  of  said  land thaKthe 

moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  fu  l  interest,  shall  be  paid  only  in  theWoportEn^icinhe  ^eiS 
£W;l2&  FT**    ¥  if***  l8a*  to  J»  wholeand  undivided  fee  simple  estate  therein.  AN  rKy™^ 

S225!^i5^^!S  Sf6^^  1°  be  invalid)  or  (2)  an?  SKr  cause,  whether  JSiSrS^i^(SS^^^t^^ 
SSSffiSSffilifS*!*  ^l?."?13^ term  nereoishal  be  extended  until  the  first  anniversary  date  hereof  occumng  ninety  Wor  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred 

ia«H  l^JSS^LSIS^JS^  iS33!??^^  and  inc,udes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  and/or  wellborefe)  on  said 
deemed  purposes  of  this  lease  the  re-entry  an!  use  by  Lessee  of  any  existing  Well  and/or  wellbore  shall  be 

,13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  bv  Lessee 

SISJ&wS? ^H°thf  SSL'  f, t3!  d,rl!led  ?nd  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  dnlling  operations  are  completed. 

r^^i^«S«.lth?l!5#  d-Sy?l<JEm?nt  in  ,he^icini£  of,said  'and  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  m  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 


provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said,  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  deemed  operations  conducted  on  said  land l  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 

LESSOR(S) 


BY:  LARRY  LANCE 


BY-SHEILAH  LANG 


STATE  OF  TEXAS}  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 
COUNTY  OF  DENTON) 

This  instrument  was  acknowledged  before  me  on  the  day  of  J^TrJUrVR-M    .  20(&by  Larry  Lance  and  Sheiiah 

husband  and  wife.  I— 


Lance, 


My  commission  expires: 


SUZANNE  PUTTHOFF  ,  /  j 

Notary  Public.  Kentucky  Signatu£^J>  U^^H(>3 
^  At  Large  ^Notary  Public 

My  Commission  Expires  r\ 

July  1, 2011  Printed    Q>^^a  ^c      \T  U-V^-n  tfM- 


